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FOREWORD

The courSe desCribed in this instructor'sluide, &nal Business Book-
,

keeping, Part II, is an adult course Ibr those who are either keeping a!set
of recordg for a small business,,Sr who wish to prepare to do so. Students
in the cOurse will Very likely include those.operating their'own small
businesses and others employed in such businesSes.

,

'The scbpe of atwo-part course in small buSiness bookkeeping Was
determined by an.adVisory committee.which then.prepareda. general outline,
of its content. Partj of that course was published in l973-. Part.II iS:,
contained in thisbOok. -

The members of,the advisory cOmmittee Were: 'Stephen Cumberbatch,
Business Education Department, NewtoWil High School, Elmhurst;' George'j)
Gearhardt, chairmanof-busineigs education,. Guilderland'Central High School,,,
Guilderland Center; Bernard.Goldhill, Manpower Development Training Program;
New.York; erederick,G. Smith, chairman, Aqcoupting Department, State -
University of New YOrk Agricultural and Technical College, Cobleskill;
Hobart H. Conover, chief, Bureau of Business Education;,E. Noah Gould,
associate in continuing curriculum; and Eugene Whitney, assOciate in busine-s
education. Mr. Conover and Mr. Gould were cochairmen of'the Committee*.

The course in this book was written and,all accounting problems and-,
illustrative,forns were prepared by Helen N. Safford; associate profeSsor,
School of Education, State,University of New Yorki4t Albany. (Part.I was

,also prepared by Professor Safford.) Mr. Gould guided the development
and writing of both parts of the Course, edited °the manuscripts., and'
prepared them for publication.

GORDON E. VAN HOOri, D:irector

Division of CUrriculum Development

tr

Herbert' Botimmley, Chief .

BUreau of-Continuing Education
,Curriculum,Development



,MESSAGE TO THE INSTRUCTOR ;

. . .4 ..

,- The course described in this book'is suitable for-use in the-adult
education prograMs of school aistrictsf Boards ofm.Cooper4tive-Educational
Services '(30CES), and in the commUnitli colleges'of New York,State:- Part I,
(contained in another book) consists of.10-lessons, five problems, and -.

add4ional illustrative, material. ne illustrations and problems are based
on a dry cleaning b6siness.: ,

, ,

'Part, II.(contained in this °660k) applies th principles CoVered in
Part I, iii a,more advanced wav. It is based on a.business making retaiI .

salesof goods.-a'tradinghusiness.: ThoSe.who takePart 1,Ishodid either
complete-Part,Ifirst7or have the eqdivatent in training or,experience.
'PartrIPContains seven lessonS.: Lessons 1 through. 6Cover.about3-hou1ts
of.clats time each, .LeSson 7Z however,:consists of a practice probleM which
is likely to require"aboui.fourclaSssessions of 3 hburseach. Amappendix
contains.an additiOnal praCtide-prohlemi

. , . .

. ,, , .

.. _

Students-will probably bring in bookkeepu.problems frowtheir jobs-.
or businesses. which ,can ad uch_to the,cO rse. 'You should help them.with
these problems, and if theproblems is bfgeneral interest, you
might wish to explain it tOthe4ole,cla s.

. -

'4'.
. .-

The illustrationS, fo4rs, and pAoblemsolutions in, this cour, se 411_
-,

have figure numbers. In these numbers,the digit to the left-of the
decimal point'is the number' ofthe -lesSOn,in which the' figure iS,first
discussed. ,The digit (or, digitS),to thei-right of the decimal point show2,:,
the number of the figure withinthe lessdri-- If:a figure,number has a "K°
in iti,this means that thefigureiS an answer key. SoMe,answer keys have.-
more than One page; digits'to.the rightof the-"K" shbw rie-stet.numbers,
for Such an ,answer key. ,,

:.
. ,

. . . .' , - .
.

An instructor for,this course should be eXperienced in bOOkkeepinCasid,,
if possible,should have'teaching experienee also. A_qualified instructor
can usually be obtained'from thefaculty of a,high school,. a,collegiate
school of business, a 'school. ofcdupation. or other .similar 'schOols:, 4-s

.,....-
-

e i.
The content of Part ,II cgn

,

generaily.he covered in p'sessions of,
3 hours each,- but 'this pattern is by no.means universal, nor-is it mandatdry.

' For those students:who wish to cover some_topics in greater-depth, the
instructoi can suggest.materials for. in4ependent sttely..,_

.

. An.instructor'or adMinistrtor who.needs help in planning or Conducting
a course usingthis publication May contact-the"Bureau of'Business EducatiOn.',

. , .

'HOBART H. CONOVER; Clief
: Bureau of Business EdUcation'! -.

ROORt H. BIELEFELD, Dire'Otor. . .

Division .of'Occupational Education.Initruction.
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LESSON 1 4

INTRODUCTION

Content-Outline Teaching Suggestiohs and Techniques

Introduction to the Course Have the students introduce themselves and give
geneiaCcomments as to the type of work they do
and their previous bookkeeping experience. Es-
tablish an info.rmal relaxed atmosp ere for the-
classroom.

I.

A. Purpose of coUrse

. Course content

C. Reference materials

-4

1. Textbooks

2. Practice sets

It is assumed that the students enrolled in this
tourse-have taken Part I of Sman Business
Bookkeeping or have had some previous bookkeeping
instruction. Part II of &mai PUsiness Bookkeepin
is offered for students interested in the records
necessary for a trading business. Upon completion
of this course a person should be..able to keep
the records Of a small retail trading business.

I

Note: The tprm trading business, as uied in this
course, means a business which sells goods '-to
customers at retail.

Mention the topics to be covered in Part II and
give the students an overview of the course.

Explain to the students that this course is
self-contained-, with general content and
practice problems'to apply the concepts learned:*
The following may be used as general reference
for students interested in further reading and
practice:

,Boynton,..Lewis D. and others. Century 21
Accounting, First-Year.lCourse (with key ,to
problems). .Cincinnati, Ohio. South-Western
Publishing Co.. 1972. Chapters 12720.

Freeman, M.11: and Others. Accounting 10/12;
2d'ed. New York,..N.Y.. MtGraw-Hill Rook 'Company.
1973. Part II: Accounting Systemic, and

Procedures, and Part IV: Specia Accounting
Procedures.

Use a published practice set at the end of this
course to Provide the students with the-experience
of using.related business papers upon which
transactiohs are based. The following practice
sets are suggested: ,°

1



.*

.Comperst Cove Business Simulation (with business
papers) b Lewis D. Boynton and others.
Published by,South-Western Publishing Company,
'Cincinnati, (Ago, .1972f

Judd Paint Company; Practice Set for Accounting
10/12, Part II by M.H. Freeman and others.
Published by Gregg Division, McGraw-Hill Book
Company, 1968.

3: Supplemental A supplemental practice problem is provided in
problem *this bock as lessons 7 through 10. Also included

are forms to be duplicated by the instructor
and keys for the problem.

The time covered by lessons 7 through 10 should
be used either for completing a commercial
practice set or for doing the supplemental
problem.

For review, a motel is used in this book as an_
example of a service business. Part I of this
course i416sed on a dry cleaning business,
another example of a typical servieebusiness.

Draw out from the class the sources-of cash
or a motel boasiness. These,sources are:

1. Room rentals (the primary source of income
for armotel)

2. Additional investment by owner
3. Sale' of,old furnishings and equipment

II. Records of a Typical
Service Business

A. Cash received

B. Cash paid out

L

.1. Expense itemS

0

4

Have students describe'some of the common items

ni

of expense for a, tel owner. List them on a
transparency or th chakboard as the students
mention them.. The listimight include items such
as: . I

room furnishings
linen service
utilities
office supplies.an44uipment
salaries I(
room maintenance suppries and equipment
insurance
grounds care
land and buildings

-6-taxes

Show transparencies of Figures 1)1, Income State-
ment, and 1.2, Sheet for Steepy-Time
Motel. Review wit class and discuss.

2



III. Records of a Typical
Trading Business

LU

A. Cash received

l; Sources of cash

c..z.1

B. Cash paid cut

Typical expense
items r

1/4

The trading business upon which this,course
is based is a small electrical appliance
imsiness (North Star Appliances) at the retail
level.

Generate from the class the sources of cash
for a small electrical appliance business.
List them on chalkboard or transparency and
discuss. The main souroes are:

Sale of goods
Additional investment by owner
Sale of old store equipment or fixtures

The mdin source of cash for this business is from
the -Ale of goods to customers.

Elicit from the class the typical expenses of a
small retail merchant. Assume that the small
electrical appliance store is in a central
shopping area and that the owner of the
business is renting store space, List the
items as students describe them. Typical ex-
penseJtems inclUde:

cost of item sold (cost to merchant)
heat
lights (electricity)
rent
salaties
insurance
telephone .

store fixtures and equipment (display
counters, shelves, cash register,'adding
machine; etc.)

store supplies (wrapping material, office
supplies, store supplies)

C. Operation of a small'', Discuss with the class the overall operation of
trading business a smalltrading business. Emphasize the

following:

The retai merchant must maintain anin7
ventory of ioodS-for.sale to prospective
customers.-
Regular store. hóU<sUfè.jnainained. This
generates operating. xpenses,(rent, salaries,
utilities,'etc.) wbarOe1atively fixed.,
Thr owner of, a tradingAquiin s is in
bairsines to make'aimiofit and the main'
source of cash is from the sale of- goods.to
customers.

f
. Show a transparency. of Figure-i.3, Comparison of

Service Business and"Trading Ausiness. Discuss it.

r



IV., Income StateMent, Small
'Appliance.Buiineis

A. General Ledger '

accounts of a ,

service business

New accounts needed
for a trading business.

1. Merchandise
Inventory

2. Purcihases

a. Debits and
Credits

Accounts
'payable

Show a'transparencY of Figure 1.4, Income
Statement, North Star Appliances. Coipare
Figure 1.4 with the income statement of.
,Sleepy-Time,Motel, Figure 1.1.

Point out.that an income statement for%
trading business differs from that of a
service business in that it has a Cost of Goods
Sold section, and a.Gross Profit on Saleg
section. Operating expenses,are shown after
the gross profit, then net profit is shown. .

briifly revieW the ledger accounts of a service
business dncluding assets, liabilities,
capital, income, and eXpenses. Refer to,
Figures 1.1 and 1.2,.if necessary. '

Describe fully the hew accounts:by title and
classification.

Merchandise Inventory is an asset account.
,This account represents the goods on hand fOr,
gale to customers at the time the balance
sheet is prepared. 'The balance of this account
is determined by an actual physical count.of
items on hand (in storage,and On the shelves)
and is, in general, at cost.

Purchases is a cost account, listed with the
expense accounts. When goods for_regale to
customers are purchased by the husiness, the
laMbunt paid for the goods is entered as a debit
to the Purchases account. The merchant either
pays cash,for the goods or buys it on credit%
The entry.to rycord the transaction would be
either .

Debit: Purchases Account
Credit: Cash Account ,(cash)

OR

Debit: Purchases Account' r

Credit: AccOunts Payable (credit)

Demonstrate in T-account form on chalkboard.

Accounts Payable is a liability account. This
account represents amounts owed u) ereditors.
When a purchase is uni4d on credit to be paid
at a later datd, the amount,is entered on the
credit side-of-Accounts Payabld., The entrY.
to record the transaction wouldbe

511
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a. Debits and Debit: Purchases (for.goodsto be resold
Credits\ 't0 tUstoters)

,Credit: Accounts)Payable

When the amount is_pakd (at a later date),
the entry to record the traAaction would be

. Debit: Accounis Payable
Credit: Call

Demonstrate imT--acdount forin on-chalkboard..
Discuss with'clais and, if needed, briefly
review the debit/credit-increase/decrease con
cept for assets', liabilities, capital, income,
and expenses. .

4

Sales is in income account; FOr.a trading
business, this account represents the total
amount receiyed"from the sale of goods (at
retail). Wheri.a- sale is made, the Sales account
is Credited. The transaction involves receiving
cash for ihe sale of.in item and the entry would
be

4,

4. Sales

tr

a. Debits and Debit: 'Cash
)(Credits Credit: Sales .

V. TheWhy ofincome and The retail merchant is confronted with the
Cost Accounts problem of keeping records that will show the

cost of doing business. This.involves the :

concept of markup to arrimat a. retail price
for 'ihe goods he sells. The merchant must also
maintain accurate inventory and purchase .

-figures. And he must underttand how to usemthes
figures to determine the cost of goods sold
and to arrive at gross profit.

A. Computation ofCost Demonstrate fully, using theichalkboard or an
of Goods Sold ,overhead projector, how to-compute Cost of

. -Goods Sold.

1. Formula rormula:.
Beginning Inventory
plus
Purchates° k

a =Cost of)Goods Available for Sale
minus

0 Ending-Inventory

2. Computations

=Cost of Goods Sold

Problem: Find Cost of Goods Sold.,
Beginning Inventory (Jan. 1) ,48/,600
Ending Inventory (March 31) 7,200
Purchases 8,100.

12.
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e

I I.
" .

f. .Cuthputa'tions_ Solution:.

" Me.rehandiese. ImAntorY, Jan. 1 $8,600.00
! i :o: Purchases,' ,I 8_,100.00

...00'tis' AvaiXable,-foil. Sale
x .

146,70000
''. *

6 ... Less : Mdse Inventozy Mar., 31_ 7200.00
Cost of ds_16old. 1g-wow. .

. , 1 1 /
3 Rea/ctice

... Have students do4h, T011owing an ividually. .1 -:

...., . , ,..
,.

, ,

..

I

e-a6 V

. , ' . ,

Prtiblenu.' yind Cc-,h of Goods Sold..
,d4

. Beginning.Inventory (Jan:61); $9,050...-

Ending InyeOtory (Dec. 31) . " 9,600
C. I . ,..

.. Purchases - , 53,192-
I . - ,

Answex: Cost ,Of Goosit Sold $52 64Z.00,41110'
. i

..,

, J._ ....A
4.

. * . , .

B. CoRputatiortra-f
selling price
1. Markup .:

I

e
:principles' . The markup process is a way of determining the

selling price of an item from the cost. In retail
, bizinesses, the 71)2240.4p rate 'for a given item (or ,

kind of item),is usually statSd ai a policy., Then,
.1 for each item, the selling price is conputee

I Present and demonstrate the following probiem.

.

Supply m ore practice pr ob1ems,4f needed.

.

2. Problem A Merchant withestto sell electrid frypan which
cost him $14.00, to realiz a gross pro.fit of,:30%
based on retail selling pri What will be the
selling price (S.P.) of the f ?
Np

ronfi.
:t The markup rate' is the s as the gross ".,

a. Analysisi Analyze the problem with the c It gives the
cost of the frypan to the merc t, and the ,
esired markup5e-30%, base selling price.

b Restatement Cost
of problem Markup (on S.P.)

Selling price

Selittg price (s..?.)
Markup (on S.P.)
Cost must be equal to

= $14.00
= .30%

= 100%
= 30%

--7NPF

c. Solution Selling price ( k).= cost 70%
14.00 .70 = $20.00

d. Checking the Check the answer iy taking 30% of selling price,'
result .30 X 20 = $6.00

and adding'the result ($6) to cost ($14) to see.if
it proves equal to the selling price ($20).

13
6
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3. Fractioe
,. -problem.

6 s
..

'''' . .

..A

Cosi c70%) i

'''/IP Markup (30%) ; -

Selling Price, (100%)

,t''The answer'checks. -'
. .

$-

, , 4

4

1
.
4.00
,6.00

$.
-

2000
/

a."SolUtion -

4. Guidelines on
pricing

4

C. Merchandise
Inventory

1. Inventory
records
a. Manydtems

involved

b. Varietiek_
of items

.*
Have ths.students try another problem woking

% individ*llyT
Whntwould be the Selling priaSi an- electric.

' 'coffee pot that-dcosi the merchant $1.8.,00 if t14

markup is 2(11.based On selling price? '

,

`A

,

4
As before, = 100%

. Markup on 'S.F.= 20%,
=

,

S.P. = Cost + 80%

% = 8.00 .80 = $10.db

'

Point out that markup can .also be a percent based
on cost. Sometimes the manufacturer will have a
suggested Selling pricear a suggested percent of
markw-to guide the retail merchant.

4 -"
'412Oxidise Inventory is carried on the' books as
an asset' account because it .represents an invest-
ment in goods lor resale to customers. The
merchant owns the goods until they are sold to
customers.

Briefly deicribe why inventory records are kept.
)how, a transparency of FigInT_LS, List of Inven-
tOry.Items, North Star Appliances. This gives

'examples of sOme of the itemsfthich might be found
in an appliance store.

Point otat'that there is a large number of items
within an inventory. For example, small
electrical appliance store has a wide range of
items and a variety within each item.

For variety within an item, far example, the
retail merchant might carry two or more brande--'
of toasters. Each brand might have two or more
sizes or models. Each sizeor-model might have
two or more colors (trim, oaktype of metal).
Each of these brands, sizesNnd models would
probably e a different price.

_7. Information, FOr each item kn inventory, the retail merchant
needed on will have a stock inventory record. The record
record should/show

-.--"-
0 ; Stock number of item, ,

Name of the item

_ How many are currently in inlitntory

14
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,

.
.

d-: Inventory
pCard

2. Inventorycontrol
,

-6

D. Profit teris

1. Grss profit

2. Net profit

. .

.. ....
II. , p,.....

'. . ,

. Minimum and maximun number -t-o be in inventory_
,' (a g-Ofie for repider) -

Number sold and dates of sales4,.. .

Number entemtinto stock an1:1 dates
,

Show` a transparency pf Rig Ure 1.6/Inventory Card:
discuss it. . .

Briefly describe the-procedure
jpaintain&ng anadequate
to satrify cusXomers. Th
establishment poliéy to:

Celitzvl-the quantity of hand
-Keep accurate-upple-ditë records of inven ry
Guard against loss through theft oi dama

.131stinguish_tho diffg#nce between gross proiXt
and net profit.

A retail merchant nakes his gross pzvfit from
selling goods at a price higher than he paid for

, the goods._ Grosia p fit is. found by subtracting
the cost of go,ds s ld from net sales.

Net torofit is( found by subtracting the expenses
of doing business (operating expenses) from gross
firofit.* Refer back to Figure 1.4, 'Incoe State-

-ment,if neecessary.

of a bus(iness in
ty of goods on hand,
nerally involves the

LESSON 2 iN
.DATA SOURCES AND RECORDING ,F0

\Content Outline

Sources of D\Ita for a
Trading Blisiness

A. Cash received
1. Sales ,Slip (or.

Sales Ticket)

TRADING BUSINESS ,

Teaching Suggestions and Techniques
e0

Psoblems ipnarrative form provide practice in
racor&Iiirtransactions. But in a real business -

situation, the bookkeeper must recognize the kind
of book entry needed for a given series of events.

The purpose of this section is to discusarthe type
of business papers that usually support the
receipt or payment of 'cash.

Explain that there arer various procedures used
by. a small businessman in a trading business to
write up a sale. One common procedure is to use
a multifile-copy. sales slip that is written tip
at the time of the sale. The original is given to
the customer. ,The copies are kept by the business-
man for cash control, and control of inventory.

8
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.3

a. Another
procedure

F...

Show tradsparency of-Figure 2.1, Sales Slip, and
discuss it. .

y

Another procedure used is,to provide the customdr
with only a ca4h,iegiSter tape.(duplicate of tape,

( made within the 'cash register for the business-
N min).- The clerk mdking the sale will record the
,tiliformation on a form retained by the business-
' man for cash, and-inventory control. In this meihod,
the clerk is usUally required to,make a one-line

.d'entry on theform showing date, item (description:
'model No., color, size), quantity, price, sales
tax, and t6tal amount'of cash received..

.
.

v . _ Show tTansparency f Figure 2.2-, Okily Sales
O:She \t, C ^ >

-. V
.., % .....

. 4_1) oses- Wgittever me d.is 0, the business needs
3

0

- written eviaence of with sale to verify the cash,
salese6x, and tdtal sales. Generally,wthe

.,

business 400per generated at the time.of the ''' .-.

Isale is also used tp,keep a check on inventory.
\qt,Also, it is good ailiness practice to supply the.
7.%ustomer witfi written evidence (sales slip or
cash register tape) for proof of purchase, in -
cake an item purchased hai to be returned. .

2. Cash register
pe '

Use 'o? a cash register, with printed tape,

$'*tr day. At the end,of the day
of cash for the
total cagh-in

proyides a chron4ogical re

the drawer, after subtractin e change fund,
should agree with the total cash taken in as
indicated by the_tape. This amount should also
agree with the total amount deriyed from the
duplicate sales slips for the day or the sales
summary sheet

NOTE: Change fivid refers to the amount of cash
put in the drawer at the beginning of the day
to make change. A typical amount for a small
'trading business is $50.00.

3. Other sources Point out that other sources of cash for the
of cash received business might include additional,investments

/- by the owner, and the sale of old furniture or
equipment of the business. In either case, the
cash would.probably bein the form of a check.
An entry-yould be made directly'into the books %.

foflowed by a deposit in the bank. This type
of a transaction usually would not be handled
through the cash register. These sources of
cash represent receipts other than from the sale
of goods to customers.

9
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B. Cash paid out

i. Purchase invoice'

J

a.Used for
' checking

goods -°

\
b. Bs of°7'

book .entrie

g

c. Credit terms
on invoicei

,

d. Explanation
of tetns

e. Summary of
Purchase In-
voice

(Refer back td Lesson I, IV-B.) Discu'se with
the-class the Purthises account and AccountI4
PayableAccount incliiding /he procedure of buying
goods fer resale.to customers.

,

The supplier will send a'Furchase Invoice to ' :

the businessmav whdh tile goods are shiPped.
Show transparency of Figure 2.3, Purchase'
.Inv6icb.

,e

When the goods.are received by the business,
before t y are put into inventory, they are
checked gainst the original order and°the
Purch .111voicef' '

,

ter the godts'reteived ahd th, computations-have
been' verified,'the Purchase Invoice becomes '

the basis'for the entries in the books:.

150-it: -Purchases Akcount
.Credit: Accounts Payable Account

The Purchase Invoitegis evidence of money owed:
for goods received.

f

At this time, the terms of thelpvoice would also
be noted and a note would be made as to when 't
should be paid. Review briefly the terms of
invoice and how cash discounts are computed.

4
Now show Figure 2.3, Purchase Invoice and disauss
it: The invoice is dated October 8 and the terns
are 2/15, 1/30, n/60.

. //

If.this invoice is paid not'later than 15 days
from its date (on or before October 23), the
businessman can take a 2% cash discount. If it
is paid within 30 days of its date (on or before
November 7), the businessmaki E:ftn take a 1% cash
discount. If it is paid after'November 7, no
cash discount is given. But the total amount
should be paid on or before December 7 (60 dayi from
date of invoice).

Supply more examples, if needed.

Summarize the uses of the Purchase InvOice. It
is a business paper used by the businessmin to

Verify the goods received (quantity, typp,
and cpst)

17

10



s

Estab th' cost figuretfor inventory
reco ds
Provide a cost figure for computation of
belli price
Furnish evidence that money.isiowed to the
sUpplier

d.

;,

2. Checks dood cash Control equiresthatahjeceived
be deposejted in the bank promptly, an ash paid

. CheckboO

out be in the form of a check. This sho ld be
the generil rule.

_4 -Usually the ownerpf a small business will main-
tain a Checkbook bn addition to the Canbinee
Cash Journal.

Show transparency of Figures2.4, Checkbook.
1

/ 4 - / 4

I.

\\It
y,

b. Book entries -.Oen a,check,is itten, the stub informatiOn is
.

entered in the Ch Idmk,.and a current balance
-maintained. The check.,supportedvby :the invoite;
would then be.the business paper, to cause an,
entry in the cash payments section of the Combined

. Cash JournalJ

. 4!,
At the eng otthe month, the cash balance in the
Checkbook Register would be.reconciled with the
bank statement. It should also agreawith the
ash balance of the)Combined Cgsh Journal.

-

3. Signed recei e,general
-4

rule for good cashconprol Wto,
for cash Assue a,check for all cash.payments, but some.
pajrmOts , businesses.do issue CaSh from. the Cash drawer for

.7".

',eagle bills. For example, in a small grocerY .

buiiness: for daily deliveries suCh as dairY"
,products and.baked goods, catiOaght_be used._ In
this Case, the* delivery personprepares an invoice
cdth is\paid out,and the p r receilling the

. cash signs a receipt. *The eipt is written
either directly on the face o e Invoice Or on
a stparate\sheet. It is placed,in the cash drawer.

.,\
.

.

a. Book -0, If cash is &id out, a 'signed receipt must,be
entries' tplaced in the\cash drawer as eyidence of-payment.

-,- This signed-receipt,'with.the suppokting.invoice,
(or bill),then becomes the,business-paper use4-to
record the payment of'cash in the CombinedCaah '

Journal-.
, .

. \ .

Pqty Cash Discuss,the general concept of a petty.cash fund.
Voilchers . When cash is paid\trom the fund a signed receipt

.'-i is placed in the petty cast'. box. This signed.
'receipt is called a POty dash Voucher. ,

18
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4.

PettytCAth.Pr edures

. Purpose of.petty
cash fund

B. Establishment of
the fund

# 1. Check issued

2. Example

C. "loperation of fund

. Use of Petty

. Cash Book

.4

t,

Show a transparency of Figure 2.5, Petty Cash
Vaucher.

The Petty Cesh Voucher is evidence,of payment
of cash from the fund. When, the_fund is re-
plenisp§0 with ca9h, the petty,cash vouchers
togethe-t.ytth a summary sheet form the bus' ess
papers to record the expenies in_ the Comb' ed
Cash Journal. 4

4.

A petty'Apash fund i.êstabshed provide-a
nominal amount of c s , in a pat,ate fund, for
small cash payments.' E indlude postage
due, package delivery,eh es, postage, donations,
ad in local newspaper,s d incidental stase 1

supplies. ills saves writing checks forrsmall
amounts.

:

k i ,
Discuss witfithe cLass that when a_fund is 4
established, one person,is iade respeigIble far.
its maintenance. 7,1* size...of(the fund iS
determiAd by the needs of they-business. It

wshoulcrbe large'enougb)to cover smail cash?
expenditures,for 2 to 4 week's.- The fund is -

usually kept, in a'cash box separate,from the
..'i-tegular cash register draweri Se arate records

Aimare also kept for the petty cash d.. .

,

To start the fund, a cheek is issued from the
regular business cash account made payable to cash
or petty cash. The check is then'cashed and'the
money placed in the petty cash box.

ior example, to establish a petty cash fund fOr
$50, the journal entry -

Debi t: 'Petty' Cash $50.00
Uedit: Cash

Demonstrate in T-account form on chalkboard. -This
is-mbrely the transfer of cash from one asset ,
account (Cash) to another (Petty4Cash).

Book. Di tribute.copies of this form.to the
thow a of Figure 2,6, Petty Cah,

class.

Demonstrate, Iiingiroverhead projector or Chalk-
board, the recording of he $50 in the Petty Cash

1
Book to establish the pe ty cash,fund. Have the
students record the foll wing'-expend es in
their copies of the peetty,Cash Book. ,



A

a

petty cash
expenditures

Oct. 1. N.Established pettrbash fund, $50 .,

3., Paid mailman 14# for postage 'due

P
istage) .

,

7. d $4.00 for_vindow washing (miscel-
laneous)

8. Paid $4.24 for parcel post char

((postage)Paid $8.00 doniiiion to Heart Alm ti8. on
- ' J.

(donations) .

9. Paid,$5.00 for Obstage stampspostage)
12. Paid $6.50 for ad in local pap r

k (advertising)
O 14. Paid $3.l2 for instant offee, sugar,

t
"4,0......-,and powd re4 cream (stScellaneous)

15. Paid $4. 9 for envelopes, 6 ballpoint
pens, an& adding machine tape (store
supplie

After they have made the entries, show the
,students Figure 2.7K, Answer Key, Petty Cash
Book. 'Point ouf to them the totalin
summarizing, 6d replenishing of the
Book. Use Figure 2.8K, Answer Key.,
Submary. ,

Expla4n that fhe cash to repf d

/gash Rind willthe the diffe 4 ii,J,

b4lance on hand in the fund ( ...; ana $50.0 .

After the funlAsdreplenished again ha e \....,
$50.00 in cash. ,

,1

1Replenishient of The Petty CashluTary (Fi :8K) sind the sIgned
the fund PettyCash Vouchers const nte7the business papers

for drawing a cheFk to rep ish the petty caih
fund and to'recolg the trans ction in the °

Cpmbined Cash Journal. The ent in the Journal
-4 aiuld be

. 1. Entries in the Debit:
Combined Cash
Journal

Advertising Expense 0

onations 'Expense 8.00
Pos age Expense. 9.38
Stork Supplies'Exp. 4.89
Mis . Expense , 7.12
C dit: Cash $35.89

When the 35.89 chea is cashed, the petty cash
fund has a balance of $50.00 cash. .

Demonstrate the recording of the 'cash received
($35.89) in the Ratty Cash Book.

r

At all times the petty cash fund must have either
$50.00 actua' cash or the combination of actual
cash plus the total of theagned vouchers.equal
to $50.00.

13
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III. Combined Cash Journal for
'a Trading Busines

A. Format

/ Number of
columns needed

B. Recording the
transactions of
Problem 1

1.. Basic'steps'
.

a

Show a/transparency of Figu 2.9, Combined Cash
Journal. Most small businesses use this journal
rather_than-speclil journals. The Combined Cash
Journal,J6 used to record all the transactions

-of the small business.

ighe nupber of columns.ved i
Journdl is flexible. col
whenever there is enou rep

a Combinla Cash
ban be,addea

tition of one kind
of entry. It can be eliminated-whenever it pecomes
clear that it is not needed.

.ftOlem 1 is a selected group of typical trans-
_SEtions for a small applipnce businpss, With
Star Applialces. DistftVute copies'of Ffgure
2.9, Combin d CasWournal, tolle class.

Use chalkboard or overhead projector and present
each transactioneto the class. Analyze and e.

ss ea h transaction, thep c it in the
C bined ash,Journal with We dents.vecoraing
in e awn copies.

While recording the transa4onsfor the North
Star Appliances, emphasize o the dilss the
importance of the following:

Analyze each transaction before recording
it!

In double entry bookfteping, debits must
equal credits. At least two accounts are
affected,ki

IIF

oath transaction.

PROBLEM l
NOVDMBER TRANSACTfONS

Record the following ansactions in a Combined Cash Journal.

Nov. 1. Record begi in cash balance $1,700.00.
1. Paid Central Mall Association $220.00 for November rent
2. Cash sales $246.10 (Sales $230.00; Sales tax $16.10)
3. Paid N.Y. Tele hone $31.90, Telephone service
5. Cash sales $195.17 (Sales $182.40; :Sales Tax $12.77)
6. Paid Andersen Electric Company invoice, $288.45, less 1% discount

(See Figure 2.3inLesson 2.)
6. Payroll, net cash paid $202.25

Distribution for recording:--
Salary expense. $245.30
Federal income tax 22.90
State income tax 5.80
FICA tax 14.35

14
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6. Record employer's FICA tax expense $14.35.
7. Cash sales $419.44 (Sales $392.00; Sales tax.$27.44)

10. Cash sales $289.97 (Sales $271.00; SalO5 tax $18.97)
10. Received credit memoyandum for $21.60 from Skiff's Electric for a damaged

roaster oven'returnildi(for credit (Roaster oven was badly dalnaged when
received.) )

Paid'60-day $1,000.00.note due today with interest at 8% (g tes payable
$1,000.00; Interest'expense $13.33; Cash cregt $1,013.33)
Cast sales $205.44 (Sales $192:00; Sales tax $13.44J

13. Payroli, net tash paid° $202.25
Distribution for recording:

Salary expense - $245.30
Federal income tax -22.90

*State income tax 5.80
FICA tax 14.35

13. Record employer s FICA tax expelAe $14.5.
.

14. Paid Diamond Electric invoice for $106.00 for merchandise purchased on
account

14. Caih sales $271.78. (Sales $254.00; Sales tax $17.78)
15. Purchased $176.00 ybrth of merchandise from Andersen ElectrieCompany

on adcolcif, terms 2,15, 1/30, nM
7. e. North,-owner, made an additional investment in business of $1,200.00
17. hash sales $3
,18. sued check

18.

.a

sheet shows t

70 (Igales $310.00; Sales tax $21.70)
replenish the-Petty cash fund. The Petty cash summary
following diitribution:

Advertisi g expense $14.40
Donations. 10.00
POst 5.00
Miscel aneous 11.00

Cash needed ,- 0 . $40.40
PurChased.$268.00 wor
on account

of 'merchandise from Diamond Electric Company

20. Payroll, net cash paid 207.25
Distribution for recordi g:

. Salary expense $245.00 4kir'
Federal income "tax 22.90
State income tax 5.80
FICA tax 14.35

20. Record employer's FICA .ta4 expense $14.35.
21. Cash sales $234.33 (Sales 219/00; Sales tax $15.33)
23. Paid421.36 to local PRUDENT SHOPPER for 4-inch ad on special holiday

.sale
. 25. Mr. North, owner, withdrew $500.00 cash.for personal use,.

Cashsales $175.48 (Sales $164.00; Sales tax $11.48)
29. ,Paid Andersen Electric Company invoice $176.00 less 2% discount
30. Prepare a caih proof from Combined Cash JourziL, Checlibook shows a cash

balance of $2,271.62. *



LESSON 3
JOURNALIZING, POSTING, AND TRIAL BALANCE'

Content Outl ne

I. Rcord the Trans-
tions of Problem 1.

ntinued)

II. S arLze the Combined
Cash Journal.

ILE. Open and'Post the
General Ledger.

A. Two-Column
General Ledger

1. Op ng
G al

A

Teaching Suggestions and Techniques

Briefly review thefransactions recordedc.in the
Cahbined Cash Journal from pesson 2/. Finish
journalizing Problem 1 using the pattern ayready
establisIrd. Allow time for questions and'
discussion:

ng the chalkboard Or overhead projector,
demonstrate tife-procedure for footing and ruling
the Journgl.

EmphasIze the importance of accuracy in adding
the columns, proving the equality of the debits
and credits, and preparing a-cash proof. The
balhnce of cash should agree with the balance in
the cheqkbook, which in urn iS reconciled to the
bhnk st,tement.

'Refer to Igure 3.3k, Answer K y, Ccabined Cash
Journal for November, and Figure SAK Answer Key,
Cash Proof, November 30..

Show a transparency of Figure,3.2, General Ledger.
Review the purpose of the General Ledger and the
overall procedures for posting it.

Provide the students with copies of the blank
dger Ge eral Ledger form (Figure 3.2). It

D monstrate the opening of the General Ledger
ccounts, using Figure .3.1, Chart of Accounts,
orth Star 6ppliances, which shows account balances.

Have students tet up their Ledger accounts.

Direct this process, at least for the first few
accounts, then carefully supervise as the students
work independently.

Demonstrate the posting procedure and have students
work with their own Journal and Ledger accounts.
Allow time for questions and discussion.

While working together, emphasize:

That the proper steps should be used in
trantferring information from Journal to
Ledger.

2. Posting fOr
November

a. Steps in
posting

16
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For example, in posting the total cash debit
(1) Locate the Cash General Ledlger account#
(2) Rec%rd,.n Ledger (debit side)

ament; t4,and posting referInce.
(Use CJ for CdMbined Ca'sh Journ 1.)

(3) Record in the Journal at foot of cash
.- debit column the record posting

refeience 101, wI h is the Cash
Ledger account niIiber.

t,

b. Account to That thelcolumn heading in thegournal in-'
be posted ,' dicates to which account each item iin that

coIumn.s Ould be posted. Also whetHei it is
lea deb' or a credit: V -

. V ,

Thatmost4olumns are posted,in total to the
, Ledger account indicated.- But aligure in
' the Geneiil Ledger debit or credi coAumn
\requires that that amount be posted tci the
eccount manual in the "Accoufit Title And'
Explanation" column.

c. Importance of The all posting be done carefully and
accrately. .accuracy

3. Computing account Using the chalkboard'or overhead projector
balances demonstrate the procedure for computing account

balances.\ Do not show computations in the Ledger
account but only small pencil footings. Show the
balance on the proper side of the account. (See
Figure 3.4K, Answer Key, General Ledger, November.)

Pro de a copy of a Trial Balance form for each
student. Briefly review the purpose of a trial
balance and how it is prepared.p

Show how to prepare a Trial Balance fez. North
Star Appliances for November,with students
working individually.on their own materials. (See
Figure 3.6K, Answer Key, Trial Balance, November
30.)

Prepare the Trial °
Balance.

Answer questions. Now allow-time for questions and discussion.

Lesson 4 provides transactions for December on
which students should work independently to
journalize, post, and take a trial balance.



LESSON 4
JOURNALIZING,11CISTING, AND TRIAL BALANCE (continued)

,Content Outline

I. Reviewlglublem 1.
4,1

.

Problem 2, De
Tkansactio s

er

/-

A. Jou lize.

B. Post to Geneial
Ledger.

C. Prepare Trial
Balance.

A

Teaching Suggestions.and Techniques
Sr

This lesson is a reinforcement of journalizing,
posting, and preparing a trial balance. The students
are to work independently. 0

Review the work finished for November ttansactions
in Problem 1. 'pint out tothe studentsithat their
trial balance dr,Noiremper 30 must,be in.4_alance
since Probleml; -December transactions, will be
posted using that Illanci as a bise.

Distribute copies of the Combined1. Cash Journal
form (Figure 2.9) and have the students journalize
December transactions, Also give.them copies of
Problem 2, December Transactions, which appears
at the end of this lesson.

0
Have students work independently with a minimdm of .

assistance. But you should supervise the
activity and make suggestions Where appropriate.

When the,students.at*finished, check the'iesults
against Figure 4:114, Answer Key, Combined Cash
Journal, December Transactions. Discuss with.'y
class and tnswer questions.

Briefly review the posting procedure'used for
November traniactions.,_

Have students post their December Journal entries,
to_their General Ledger accounts and compute
the account balances. Check the results against
Figure 4.2K-, Ans er Key, General Ledger.

Note: You may p efer to have students prepare a
Trial Balance first and then check it against'the
answer key.

Review the Trial Balance. Distribute copies of a
Trial Balance fork and have the students prepare
a Trial Balance for December 31.

WhentheyLare'finished, check-the,results against ----
Figure 4.3K,°Answer KO, Trial Balande, December
31.

2 5
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o.

D. Review.the December
entries

J. Timing of,the
operations

0

DiscuSs with the students the work completed for
December for North Star Appliandels. point out
that most Stall businesses will have a periodic
routinb of journalizing, posting to the ledger,
and>preparing'a Trial Balance.

Joutnalizing is done either daily or 24
Vinsactions occur. '

Posting is usually done at least once a month...
It.is helpful la post individual items frot
General Ledger debit and credit columns during
the month to keep accounts'sUrrent.

A Ttial Balance is us9ally.prepsired ionthly
to give the bookkeeper a periodic check
on, the equality, of debrts and credits in the
General Ledger. ' .

' PROBLEM 2
DECEMBER TRANSACT6N8

Record the following transactions Pn a Combined Cash Journal.

Dec. 1. f Beginning cash balance $2,271.62
1. Paid Central Mall Association $220.00 for DeCember rent

Paid N.Y. TeleOhone $34.30, telephone service
. sh sales $230.05 (Sales $215.00; Sales tax $15.05)

.3. Purchased $449,00 worthof merchandise from Andersen Electric Compan
, oh account; terms 2/15, 1/30; n/60 .

7
4. Cashtsales $205.44 (Sales $192.00; Sales tax $13.44)
4; keceived a credit memorandum for $10.90 fro* Diamond Electric for

broken electric iron returned for credit
Cash sales $220.42 (Sales $206.00; Sales tax $14.42)

a

Payroll, net cash paid $202.25
Distribution for recording:

Salary expense
Federal income tax
State income tax

$245.30
22.90
5.80

PICA tax 14.35
7.' Record employer's FICA tax expense $14.35.
8. CaSh sales$310.30 (Sales $290.00; Sales tax $20.30)
9. Paid Diamond Electric Company invoice $268.00, less.$10.90 per credit

memorandut
10. Paid $23.00 to local PRUDENT SHOPPER for a 4-inch ad on special holiday

sale
11. Mr. North,owner, withdrew $500.00 cash for personal use.
12. Cash sal $331.70 (Sales $310.00; Sales tax $21.70)'

2 6
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14. Replenished petty dash fund. The petty cash summary sheet shows the
?allowing distribution:

Advertising expente $ 8.00-

Donations 15.00

PoStage 7.80
,Miscetlaneous"

V
12.00'

Cash needed fTETIT
payrolf,-net-capi paid $202.25
Distribution for recording:

Salary-expert/se $245.30
Federal income tax 22.90

State
Vi
ncome tax 5.80

FICA tax 14.35

15. Record employer's FICA tax expense $14.35.
15. Cash sales $353.10 (Sales $330.00; Sales tax $23.10)
16. Paid Andersen Electric Company invoice $449.00, less 2% discount A,

18. Paid $44.80 to Utility Electric Co. for electrical service for 2-math
period /-

23. Cath sales'$434.47 (Sales $406400; Sales tax $28.42)
28. Paid/Skiff Electric invoice for $310.00, less 1% diicount for merChandise

purchased-on account
30. Cash sales $171.20 (Sales $160.00; Sales tax $11.20)
31. Prepare a cash proof from Combined Casb Journal. V Checkbook shows a cash

balance of $2,354.83.

2 7
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LESSON 5
EIGHT-COLUMN WORKSHEET, AND PREPARING FINANCIAL STATEMENTS

Content Outline

I. Review of Problem 2

II. The 8-Column Worksheet

Introduce the
Worksheet-

B. Prepare a Worksheet.

1. Fill in headings.

-2. Enter'Jrial
Balance.

III. Adjustments on the *
Worksheet

A. Adjustments need

teaching.Suggestions and Techniques

Briefly.review the independent work from Lesson 4,
December transactions for North Star Appliances.

Show a transpatency.of Figure 5.1, 8-Column Work-
sheet., Distribute copies-of this worksheet to the
class and discuss its purpose. Emphasize that:

It is a bookkeepers' tool, prepared from General
Ledger balances for end-of-accounting-period
analysis and adjustments. It is prepared in
pencil and is not part of the formal finaljal
papers.

A step-4.-step process must be followed in pre-
paring it.

When completed, it is a good basis for pre-
paring financial statements and journalizing
adjusting.and closing entries.

Working with the,class, demonstrate the prepara-
tion of an 8-Column Worksheet for North Star Ap-
pliances for the year ended December 31, 19 ..

(See,Figure 5.2K, Answer Key, 8-Column WorkAeet,
December 31,

,

Fill in main heading and the column headings.
Point out that each pair of columns (Trial Balance,
for example) has a debit column-and a credit column.

A Trial,Balance_has already been prepared for
December 31.. Point out that if a Worksheet is used,
the bookkeeper prbbokly would not prepare a sepa-
rate Trial Balance bnt.would enter it directly on
the Worksheet from the ledger accounts.

Working with the class,enter the trial balance on
the Worksheet. Add the columns to be sure debits
equal credits.

Adjustments needed for North Star Appliances for
December 31, 19 are as follows:

Physical count and pricing of the merchandise
on hand shows a balance of $8,§40.00 in
merchandise inventory.

Value of prepaid insurance that has expired
is $174.00.

28
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B. The concept of
justing ledger
accounts

Physical count and pricing of store supplies
shows a total of $140.00 worth on hand.

. Depreciation expense on store fixtures and
equipment is $260.00.

DisCusi with the class the concppt.of adjusting
certain ledger accounts to show-true balaRces.

Uie chalkboard or the overhead 1:Projector and
present each adjustment to the class. Analyz6- ,

and discuss each adjustment, then enter it in the
Adjustments column on the Worksheet. The st9dents
should be,making entries on their own Workshpett.

s

C. Adjustment of The first adjustment,,the Metchandise Inventory
MerchanOse Inven- accountoiust shqw the new balance of $8,640.00,
tory ';c't-'' We suggest the two-entry method for adjusting:

(A) remove the old balance, (B) record the new
balance. '

1. Starting balance Start with the balance sbown on the Trial Balance,
-.:,. as illustrated in the T-account form:

f

Merchandise Inventory
bal. 8,350.00

I

,

0

The other account involved in the adjustment is
the Profit and Loss Summary Account:

Profit and Loss Summary

(no balance on Trial
Balance)

2. First adjusting The first adjusting entry will remove the oZd
entry balanceIrueerchandise Inventory account:

t

Merchandise Inventory
Ibal. 8,350.00 (A) 8,350.60

Profit and Loss Summary
(A)

Adjusting entry (A)
Debit: Profit and Loss Summary $8,350.00

Credit: Merchandise Inventory $8,350.00

:-
3. Second adjust- MP second entry will record the'new balance in the

ing entry Merchandise Inventory account:

,

22
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4. Balance after
adjustments

/D. Adjustment of Prep
Insurance

Merchandise Inventory
bal. 8,350.00 (A) 8,350.00

1

(B) 8,640.00

Profit and Loss Summary
I(A) 8,350.00 (B) 8,640.00

Adjusting Entry (B)
Debit: 'Merchandise Inventory $8,640.00

\ Credit: Profit and Loss
Summary $8,640.00

0.0

After the adjustment, Merchandise Inventory shows
a debit balance of $8,640.00, the new amount.

Point out that each adjustment entered on the
Worksheet has i capital letter to identify the
debit adjustment with the credit adjustment.

e (C) adjusibent is td the Prepaid Insurance
account and the insurance accounts.

Usini T-accounts show the balance as listed on the
Trial BalanCe:

Pr aid Insurance
bal. 3 0.00

1. Starting balance

2. Adjusting entry ,

r

Insurance Expense.

-$174.00 of the prepaid insurance has expired--
that amount of the prepaid premium applies to this
-accounting-period. Therefore, that amount i-i
recorded as

/
an expense of this accounting period.

1

Discuss in full, using a specific example, to be
sure the students unders6nd how expired insurance

tcomputed.

The entry to record the expired insurance for North
Star Appliances is:

Prepaid Insurance

1

bal. 360.00 (C) 174.00

3 0
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A,
Adjusting glary t) -

% DOW Insurance Expense $174.00

Credit Prepaid-Insurance $174.00 ,

3. Balance after Afteradj stment, the Prepaid Insurance account
adjustment shows a)lalance of.$186.00 and Inibrance Expense

a balance of/174.00.
' q4 '

E. Adjustment of Store The (D)adjustmWnt toncerns the/Store Supplies

Supplies aecouneand the expense account,IStore Supplies
s ,

Expense. ,

9' d - i
-

1. Starting balance ,The balances in T-account form-as shown on the
J Trial Balancelare:

Store S 'ii, lies

bal. 285.

4

2. Adjusting entry

F. Adjustment for
depreciation

c.:

Store Supplies- Expense

The balance of store supplies on hand as of
December 31, 19 is $140.00, which means $145.00
worth of store supplies were used during the
accounting period. The $145.00 would be the
expense for the period for store supplies.

The adjustment entry to record this expense is:

Store Sup lies
bal. 285.00 (D) 145,00

- Store Sup lies_Expense
(D) 145.00

Adjusting Entry (D)
Debit: Store Suppliet Expense $145.00

Credit: Store Supplies $145.00

'The last,Adjustment is for depreciation. Discuss

the concept of depreciation using a specific
example.

Depreciation is the (E) adjustment and in4(ilves

Accumulated Depreciation-Store Fixtures and
Equipment account and the Depreciation Expense

account.

24



1. Starting
-balances

2.

Balances of these account's as listed on the
Trial Bal4nce shown In T-account form are:

_Accumulated Depreciation--
Store Fixtures and Equipment

bal. 1,300.00

Depreciation Expense

;Ohe depreciation adjustment of $260.00 represents
the estimated decrease in the value of the store
fixtures and equipment that is to be recorded as
an expense for this accounting period.

Adjusting entry The entry to record this expense is:

Accumulated Depreciation--
Store Fixtures and Equipment

bal. 1,300.00
(E) 260.00

Depreciation Expense
(E) 260.00

Adjusting Entry (E)
Debit: Depreciation Expense $260.00

Credit: Accumulated Depreciation--
Store Fixtures and Equip.'$260.00

3. Baltnce after The new balance in Accumulated Depreciation account
_

If time permits, discuss with the class the
significance of the asset account, Store Fixtures
and Equipment, and the minus asset account,
Accumulated Depreciation.

After the last adjustment is entered on the Mork-
sheet, add the adjustments columns'to be sure
the debits equal the credits, and make double
lines where needed.

G. Extend amounts.to
Income Statement
columns and Balance
Sheet columns.

Demonstrate-how each item is extended from the
Trial Balance (combined with the adjustments) to
either the Income Statement columns or the Balance
Sheet columns according to the classification of
the account.

3 2
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1. Example

2. Demonstrate on
Merchandise
Inventory.

H. Compute net profit
(or loss) and finish
the Worksheet.

1. Total'the
columns. '

1.4. Determine the
net profit.

3. Entei the net
profit.

IV. Preparation of Financial
Statements

A. 'Balance Sheet

B. Income Statement

C. Summary

For example, for the cash account, de
$2,354.83 (no adjustmen9., the amount
to.the Balance Sheet debit column.

Do each item individually and system
first item with an adjustment is the
Inventory account. Demonstrate fully
balance is determined and extended to
Sheet debit column.

t balance
is extended

ically. The
erchandise
how the.new
the Balance

Working with the class, demonstrate the
of the Worksheet.

completion

Total the Income Statement columns and the Balance
Sheetoollimns. Examine the IncOme Statement column
totals. Is the credit total ($75,527.88) greater
than the debit total ($63,338.84)?, Since it is,
there is a net profit for the period. Income is

greater than expense.

Subtract the lesser amount fr.= the greater amount
and the difference ($12,189.04) is the net profit/
for the period. The difference between the two
Balance Sheet column totals should be the same
amount as the net profit ($12,189.04).

Enter the net profit, bring down the final totals,
and double rule the Worksheet. .Point out that the
net prOfit'(or loss).figure is used as a balancing
figure.

.Using the completed Workheet, Figure 5.2K, prepare
a . Balance, _Sheet Sox .NoxA_Star. APPling.e.4
December 31, 19 . (See Figure 5.3K.)

Uiing the completed Worksheet, Figure 5.2K, prepare
an Income Statement for North Star Appliances for

the year ended December 31, 19 . (See Figure

.5.4K.)

Point.out to.the class that the net profit figure
on the Income Statement is also shown in the

Owner's Equity section of the Balance Sheet.

Allow time for questions and dis_cussion of,the work
completed to date.

26
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LESSON 6
ADJUSTING AND CLOSING THE GENERAL LEDGER, AN
PREPARING THE POST-CLOSING-TRIAL BALANCE

Content Outline

I. Review of Worksheet

I . Adjusting and Closing
Entries
A. Adjusting entries

1. Journalizing

-er.rw

2. Posting to
Ledger

B. Closing entries
1. Resydts of

clfsing entries

'

0

TeachingSuggestions-and References-
- AW

Briefly review the Worksheet that was completed
in Lesson S. Remind the students that Oe
financial statements were prepared from tbi Work-
sheet and that the id4formation on the Worksheet
will be used to journalize the adjusting and
closing entries.

.Distribute copies of the Combined Cash Journal.
(Figure 2.9) to _the class. Review the adjust-
ments that were made on the Worksheet for North
Star Appliances and the manner in which each
adjustment is keyed.

'Working with the class, demonstrate the journal-
izing of the adjusting entries starting with
ad*stment (A). (See Figure 6.1K.)

After the edjusting entries are journalized, post
them to the General Ledger accounts.

Have the students compute the account balances
for the accounts involved with adjustments. 'Make
sure that each balance agrees with the balance
shown on the financial statements and/or the ex-
tended balance on the Worksheet.

Discuss with the class the putpose of closing
entries. As a result of closing entries, three
things are'accomplished:

Income accounts are closed (in balance).
Expense accounts are closed (in balance).

, Net profit (or loss) is transferred to the
capital section (in agreement with the

2. Closing entries To close the Gener al Ledger for North Star Appli-
needed ances, make four closing entries (Figure 6.1K):

Transfer income to Profit and Loss Summary
account.

Transfer expenses to'Profit and Loss Summary
account.

Transfer net profit (or loss) from Profit and
Loss Summary account to the Drawing account.
transfer the net increase (or decrease) from 4'

the Drawing account to the permanent Capital
account.

4

3 4
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A.

3. JournAizing Demonstrate the journalizing of'the clbsing
entries, working from the Worksheet. The concept
-can be_clearly)illustrated first in T-accounts ,

before actuall,k journalizing.

I

4. Posti to Ledger Have the students post the closing entries tom
their General ledger accounts. When the posting
is completed, Wave them compute account balances4
to be sure_tbe temporary accounts are in7alance, °
that ls, closed.

-

C. Balancing andr,ruling Briefly review the classification of accounts in
the General Ledger the Ledger. Point out that the permanent accounts

accounts (Balance Sheet accounts) are balanced and ruled,
but a balance is also shown for the beginning of
the new accounting period. The tempdrary accounts
(income and expense &ccounts.)' are closed (without
balances) to start the new accounting period.

.Demonstrate balancing and ruling the General
Ledger for North Star Appliahces. (See Figure

6.2K.)

Distribute a Trial' Balande form and-have the stu-
dents prepare a Post-Closing Trial Balance (Figure
6.3K). Make sure debits equal credits in the
Ledger after the closing procedures.

Review the accounting cycle, emphasizing that it
is repeated each accounting period. Allow time
for questions and iscussion of the work completed.

6

10

D. Post- Closing Trial

Balance ;

;
. ;`.

.

.

PRACTICAL PROBLEM

Content Outline Teaching Suggestions and Techniques

I.' . Purpose of Application In Lesson 1 we recommend that a published practice
set be used at the end of this course. This will
provide the students with experience in using the
related business papers upon which transactions are
based. Several commercially published practice
sets are suggested in Lesson 1.

A. Alternate
application

If you prefer, you can use the supplemental practice
problem (SNO SHACK, Appendix B) in place of a
published practice set. This supplemental
problem includes transactions for December plus

35
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the closing for the end of the year. It also
includes forms (which_ can be duplicated) ap
ans er keys for the problem.

We es imate that four-class-sessions would an
approp iate amount of time to devote to comp eting
either a practice set or the supplemental' prblem.-

II. Procedure In usinpeither a practice set or the supplem ntal
problem, we recommend that you do the followin
(In the statements belol, we will assume. you ha
chosen to use the practice set.)

A. First do the prac- Do the practice set yourself ,before you aisign it :

tice set yourself. to the students. As you do it, notice: '

What the student will need to work the practice
set

The type of entries which miglI ;give the student
problems -
The time required to complete the'set

B. Review the materials, Review the practice set with the studen before
with the students. they work it to emphasize:

Type of business involved
Task the student is confronted with
Time schedule to be followed

C. Provide check
figures.

Provide check figures at key points. For example:
Journal totals, Trial Balance totals, net profit
(or loss) figures, etc.

D. Make your 'completed Make your completed practice set available as an
et available.' answer key while the students are doing their sets.

III. Summary Review with the students the bookkeeping cycle and
the role Of the bobkl'eeper 'and/Or 'a6cOuntant in
the small business environment.

J
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APPENDIX A
ILLUSTRATIONS, FORMS, AND SOLUTIONS TO PROBLEMS
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SLEEPY -TIME MOTEL

INCOME STATEMENT

For the month ended January 31, 19

Income from Sales:
Sales

Operating Expenses:
Advertising 163.00
Electric 156.80
FICA Tax 38.72
Heat 265.00
Insurance 300.00
Linen Service 750.00
Maintenance and Repairs 150.00
Miscellaneous 19.00
Office Supplies 38.00
Salaries 710.00
TV Repairs 63.00
Taxes 139.50
Telephone 123.40

Total Expenses

Net Income

Figure 1.1
Income Statement

Sleepy-Time Motel

38
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SLEEPY-TIME MOTEL

BALANCE SHEET
.As of January 31, 19

lea*

Assets
Cash

$ 1,53o.00
Petty Cash 50.00
Prepaid Wsurance 1,600.00
'Office r 200.00
-Room-Maintenance Supplies 850.00
Building $ 65,000.00

Less Accumulated Depreciation 23,400.00 41,600.00'
Guest Room Furni,ture $ 18,000.00

Less Accumulated Depieciation 8,600.00 p,400.00
Office Furniture and Equipmqnt $ 2,800.00

Less Accumulated DepreciafSlon 4,600.00 1,2po.00
Motel Maintenance Equipment $ 2,600.00

Less Accumulated Depreciation 900.00 1 700.00

Total Assetsw $ 58 130.00

$ 600.00Accounts Payable
Federal Income Taxes Payable 106.50
State Income Taxes 'Payable 14.10
FICA Tax Payable- 38.72
Sales Tax Payable 329.70
State
County

$ 188.40
141.30

Mortgage Payable $ 18,000.00

Total Liabilities .$ 19,089.02

Net Worth
K. George Hayes, Capital, January 1

. PI S8,447.40
-Net .Profit. .for January $1i793.58.-
Less, Drawings -1,200.00
Net Increase to Capital 593.58
K. George Hayes, Capital, January 31

Total Liabilities and Net Worth

,

4

39,040.98

$ 58 130.00

Figure 1:2
Balance Sheet,

Sleepy-Time Motel
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'

SERVICE BUSIESS
(Motel)

.COMPAtSON-- . TRADING-BUSINESS> (Appliance S'tore)

'Cash Received.-

Room Rpntals (Patrons) Sale of Goods

7

Cash Paid Out

Cost of Goods for Resale
to Customers

Advertising Advertising
Electric Electric
FICA Tax FICA Tax
Heat Heat

,.
Insurance Insurance
Linen Service rMaintenance and Refiairs -

Maintsnancp and Repairs Miscellaneous
Miscellaneous Office/Store Supplies
Office Supplies Rent (if building is
Salaries not owned)
TV Repairs Salaries
Taxes Telephone
Telephone

Figure 1.3
Comparison of

Service Business and Trading Business

4 0
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w:e.

NORTZURPFRIANCES.'

INCOME STATEMENT

For the month'ended January.31, 19

Income 'from Sales:
Sales $ 6,339.00

Cost of Goods Sold:
Merchandise Inventory, January 1 $ 4,350.00
Purchases 3,084.00
Goods 'Available for Sale $ 6,434.00
Less: Merchandise Inventory, January 31 2,920.00
Cost of Goods Sold 3,514.00

Gross Profit on Sales $ 2,825.00

Operating Expenses:

Advertising 23.50
Electric 14.50
FICA Tax 56.16
Miscellaneous 12.00
Office and Store Supplies 69.00
Rent Expense 220.00
Salaries 1,040.00
Telephone 41.50

Total Expenses 1,476.0

Net Income $ 1 448.34

Figure 1.4
Income Statement

North Star Appliances

4 1
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1st OM STPA APPLIMCES .

LIST OF INVENTORY ITEMS

Household Items
Alarm Clocks
Blenders'

Can Openers
Clock Radios
Clocks
Coffee Pots
Crockpots
"Electric Irons
Frypans
Knife Sharpeners
Mixers

Counter-top
Hand

Steamer Cookers
Timers
Toaster Ovens
Toasters
Vacuum Cleaners

Hobby Items
Drills
Hot Glue Guns
Sabre Saws
Sanders

_

Soldering Irons

Retail Supplies
Cleaners

Coffee Pots
Electric Steam Irons

Drills
Wood Bito
Metal Bits

Electrical Cords (Appliance)
Glue Pacs'

Saw Blades
Solder
Vacuum Cif:saner Bags

0

Figure 1.5
List of Inventory Items
North Star Appliances

4 2
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item Numbei

Item Name'

NORTH STAR APPLIANCES
INVENTORY CARD

74-P12

Diamond Toaster (2-slice), Coppertone

Number to be in Inventory Maximum: 10 Minimum: 4

Date,
e2ptoo.s.

No Vernise4.0

2
PeeentbWI

QUantity
Received

Figure 1.6
Inventory Card

North Star Appliances

36
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Phone
000-8823

Order

. Sold to

NORTH STAR APPLIANCES

Northland, N.Y.

No. Date

.

,

-

Quantity Description Amount

-

.
.

.

.
,

_.

.

TAX

TOTAL

Figure 2.1
Sales Ticket

37
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DAILY SALES SHEET

dip

Quantity

NORTH STAR APPLJANCES

Description
Item

Price
SaleS 1

Tax
Total
Cash

TOTALS FOR DAY

Figure,2.2
Daily Sales Sheet

4 5
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INVOICE

ANDERSEN ELECTRIC
Clearcity,
Telephone

r---
Sold

North Star Appliances

to.
Northland
New York 12809

I--

COM'PANY
New York 12839
(518) 234-2616

,,

.No.

.

,

.

.

.

.

.

Invoice Date
Oct. 8, 19

Terms
2/15, 1/30, n/60

FOB
Shipping Point

Your Order No.
1032

Via
Dean Trucking

'441. 1.1,7

QUANTITY DESCRIPTION . I UlliT PRICE I AMOUNT

Blenders K43-10 , 16-.45- --$.-

Toasters 74-P12 12.40
Roaster Ovens R0631-4 .. 20.80

. ,

TOTAL

,

.

,

-

.1

.

. .

-.,

81:.25-----

124.00
83.20

5

10

4

,

-

.

. ,

$ 288.45 '

v

Figure 2.3
Purchase Invoice

39

4 6



BAL

BRO'T

101 FOR'

0

147

FOR a

0

TOTAL.

MIOUNT 7111S CHECK16.M...
11...., BALANCE

North Star Appliances
101

Northland, New York 12809

Pay
DOLL:ARA

TO THt
ONT411

OF

, THE FIRST NATIONAL BANK

NORTHLAND, NEW YORK

IT INNNIIMENT Ns CAECA TINOS IIMO IN &MOTOIN TULL PIMA? of Two /ALLOWING ACCOUNT

102

BAL

FOR' D

0
g

0

TOTAL

North Star Appliances

Northland, New York 12809
102

Pay
DOLLARS $

TO TIl
OINDUI
OF

MIOUNT THIS MU
THE TIRST NATIONAL BANK

NORTHLAND, NEW.YORNBALANCE

IT ANDOMICWINT INII Can NIh pAID IN ACCUITAD
IN TALL 1111141117 DP pc TALLOWINA ACCOUNT

k

TO

SAL

BRO'T

103 FOR'

t

y
0

TOTAL.

MIOUNT THIS CHECK

BALANCE

I

'THE FIRST NATIONAL BANK

NORTHLAND, NEW YORK
s

North ,Star Appliances

Northland, New York 12809

19

Pay DOLLARS LI
TO THEL.

ly ViT0lgesdk7 rig; CHICO TIM PAID lo A009110ORDEN
IN TOLL PATIAIr SIT 74 /011.0TIINO 1091111

OF

103

Figure 2.4

Checkbook



Paid to

. For

Charge to

78,

PETTY CASH VOUCHER

Date 19

. t,!
`.!;

I

P.

Approved Received by

Figure 2.5
Petty Cash Voucher
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PER( CASH SIJMORY

To replenish'fund
Expenditures from October 1 to October 15

Advertising Expense $ 6.50

Donations, Expense 8.00

Postage Expense 9.38

Store Supplies Expense 4.89

Miscellaneous Expense 7.12

Total Expenditures $ 35.89
Cash on Hand 14.11

Total Petty Cash Fund $ 50.00

Figure 2.8K
Answer Key

Petty Cash Summary, October 15

5 4
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r
-fre

-NORTH STARA:PUKES

CHART OF ACCOUNTS (Account Balances as
-,

Account
Account Title Number

of November 1, 19 ).

Account Balance
Debit Credit

Cash 101 $ 1,700.00 $
Petty Cash 102 50.00
Change Fund 103 50.00
Merchandise Inventory' 111 8,350-00
Prepaid Insurance 121 360.00

Store Supplies 131 285.00
Store Fixtures and Equipment 141 8,800.00
Accumulated Depreciation--Store

Fixtures and Equipment 141.1 $ 1,300.00Accounts Payable 201 810.00Notes Payable 202 1,000.00

Federal Income Tax Payable 211 91.60State Income Tax Payable. 212' 23.20FICA Tax Payable 213 57.40State Sales Tax Payable
. 214, 472.00County Sales Tax Payable
' 215 354.00

John G. North, Capital 301 13,500.00.John G. North, Drawing
r 302 9,000.00

Income and Expense Summary 311 -
Sales olv. 61,901.57Purchases 501 37,080.6e'

Purchases Returns and Allowances 502 272.00Purchases Discount 503 339.93Advertising Expense 511 854.80
Depreciation Expense 512 -
Donaticins Expense 513 110.00

Electric Expense 514 137.70
FICA Tax Expense 515 57.40
Insurance Expense 516 -
Interest Expense 517 28.00
Miscellaneous Expense 518 78.90

Postage Expense 519 56.00
Rent Expense ,520 2,200.00
Salary Expense 521 10,547.9Y
Store Supplies Expense 522
Telephone Expense 523 376.00

5

Figure 3.1
Chart of Accounts

North Star Appliances

5 I
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Annt.110.

Date Explanation
POsi

Ref. Debit

Mr

Date EXplanation
Poat
Ref. Cre

"NW

,

Figure 3.2
General Ledger Form

NORTH STAR APPLIANCES

CASH PROOF, NOVEMBER,30,J9

Balante, November 1, 19 $ 1,700.00
Plus Receipts for Month 3,569.41

$ 5,269.41
Less Payments for Month . 2 997.79
Balance, November 30, 19_ $ 2.271.62

Figure 3.3K
Answer Key

Cash Proof, November 30

5 8
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Store Supplies
ct. No 131Date EXPlanation

Post
Ref. Debit Date Explanation

Post
Ref. Credit

'At; i BAIA.no" I/ 2ir. S

Date Explanation

Store Fixtures and Equipment
Post
Ref. Debit Date EXplanation

Acct. No. 141
Post
Ref. Credit

Nod
Ir2 11.61 IP

S S 019

41.
111Accumulated De reciation-- Store Fixtures and Equipment Acct. No. 141.1Date Explanation
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Ref. Debit Date Explanation
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Figure 3.5K2
Answer Key
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Income Tax Pa able Acct. No. 211
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Post
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Figure 3:5K3
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Post
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Date,
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Ref,.- Debit Date Explanation
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Figure 3.5K5
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Date Explanation
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Post
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Date Explanation
Post
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Post
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_
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Date Explanation
Post
Ref.

,
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Postage Expense

Date Explanation
Post
Ref.

104

Debit
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Explanation
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R nt E

Date Explanation
Post
Ref. Debit Date
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Explanation
Poit
Ref. Credit
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. I U
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Salary ExDense Acct. No. 521

Ddie Explanation
Poat
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1..

Debit Date Explanation
Post'

Ref. Credit/ iv 5'47 7o .

'CT
,

, ,./ 212 lb .

. .

Store Supplies Ex ense 522
,

Date,

.

Explanation
Post
Refs. Debit Date Explanation

Post
Ref. Credit

i
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Tele hone Ex ense 4ct. No. 523

Date Explanation'
Post
Ref. Debit Date Explanation

Post
Ref. Credit
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MI STAR APPLIANCES

Account Title

TRIAL BALANCE
November 30, 19

Account
No. Debit Credit

*Cash 101 4 2,271.61
Petty Cash 102 50.00
'Change Fund 103 50.00
Merchandise Inventory 111 8,350.00
Prepaid Insurance, 121 360.00
Store Supplies 131 285.00
Store Fixtures and Equipment 141 8,800.00
Accumulated Depreciation--Stord FixtureS

and Equipment 141.1 1,300.00
Accounts Fayable 201 661.9t
Federal Income Tax Payable 211 160.30
St-ate Income Tax Payable 212 40.60
FICA Tax Payable. 213 143.50
State Sales Tax payable 214 560.58
County, Sales Tax Payable 215 420.43 *-1

John G. North, Capital 301
John G. North, Drawing 302 9,500.00
SaLes 401 64,115.97
Purchases 501 37,524.00
Purchases Returns and Allowances 502 293.60
Purchases Discount 503 346.33
Advertising Expense 511 890.56
Donations Expense
Electric Expense

513
514

120.00.

137.70. .

FICA Tax Expense 515 100.45
Interest Expense 517 41.33
Misceilaneous Expense 518 89.90
Postage Expense 519 61.00
Rent Expense 520 , 2,420.00
Salary Expense 521 11,283.80
Telephone ExPense 523 40790

Totals

Figure 3.6K .

Answer Key
Trial Balance, November 30
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Date
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Ref. Debit Date Explanation
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Ref. Credit
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Pre aid Insurance 121
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Ref. Debit Date Explanation

'Post

Ref.

,

Credit
'141;v 1

)

1

Figure 4.2K1
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ore Sutrnlies Acct. No. 131 c

Date Explanation
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e

Debit Date Explanation "
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Date Explanation
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Figure 4.2K2
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NOM STAR APPLI14CES

TRIAL BALANCE
Tember 31, 19

Account Title
Accovnt
Number Debit Credit

Cash
Petty Cash.
ChAnge Fund .

Merchandise InvOfitory

101

102

103
: 111

.

$ 2,354.83
50.00.

50.00
8,350.00

Prepaid Insurance 121 360.00
Store Supplies 131 285.00

. Store Fixtures and Equipment ' 141 8;800:00
Accumulated Depreciation--

Store. Fixtures and Equipment 141.1 1,300.00
Accounts Payable 201 183.95
Federal Income Tax Payable 211 206.10
State IncOme Tax Payable 212 52.20
FICA Tax PaYable 213 x 200.90
State Sales Tax Payable 214 644.§44

' .County Sales Tax Payable 215 483.70
John G. North, Capital 301 i 14,700.00
John G. North, Drawing 302 10,000.00
Sales 401 66,224.97
Purchases . 501 37,973.00

_

Purchases Returns and Allowances 502 304.50
Purchases Discount 503 358.41
Adveriising Expense. . 511 921.56,
Donations Expense 513 135.00
Electric Expense 514 ° 182.50
FICA Tax Expense 515 6,. 129.15
Interest Expense 517 41,.33
Miscellaneous Expense Z18 01.90
Postage Expense 519 68.80
Rent Expense 520 2,640.00
Salary Expense 521 11,774.40
Telephone Expense 523 442.20

,

Totals $ 84,659.67 $ 84,659.67

Figure 4.3K
Answer Key

Trial Balance, December 31

80,
,



WORKSHEET

11111111PERIM EI.-, -, '4:.','-:.=L-LMI:i-,;(.4%1M,f771M
mums limn imum Wins muum inimmunium inimm 1
iinum Immo mums Immo imum miniOunium mmun
mum mum Innum unium imum Immo 11111110 111111111
1111111M 11111111 11111111 11111111111111111111111111111111111 1111111E1
11111111 11111111 11111111 11111110 111111111 1111111E1111111M 1111111E1
11111111 11111111 11111111 1111110 11111110 11111111 11111111 1111111M 1

11111111 11111111 11111111 11111111 11111111 11111111111111111111111110 I
11111111 11111111 11111111 11111111 11111111 11111111 11111111 1111011

111101 11111111 11111111 11111111 11111111 11111111 11111111 111111111

11111111 11111111 11111111 1111111 11111111 11111111 111111111111011 II
11111110 1111011 11111111 11111111 11111111 11111111111111111 11111111 1
11111111 11111111 11111111 11111111 111111111 1111111111111110 11111111 1
11111111 11111111 11111111 1111111M 1111111M 111111111111111a 11111111 1
11111111 11111111 11111111 11111111 111114111 11111111 11111111 111111111
11111111 11111111 11111111 11111111 11111111 111111111111111M 111111111
11111111 11111111 11111111 11111110 11111111 111111111111111M 111111111
11111111 11111111 11111111 11111111 11111111 111111111111111M 1111111E1
1111111M mum Imum Immo Immo imummumm mum
Boum imium Immo Immo mmil inimmumum 10111111
11110 IMMO 11111111 11111111 1111101 111111111111111 1111111E1
111111§11111111 11111110 Immo 111111111 miI11mum= Immil
inanmunmmui Immo Immo 11111111111111110 1111111E1
11111111 1 1111 1 in m 1 mum minim in uni mum 1101=1
num 1111101 m in IIIiIIiIiiIIIi1l lIllIlIllIllUhl minus
11111111 umun III mminnuminnummunnimum munnl
um it unum In 111.11111110 1111111M 1111111E11111111 1111111E1
111 1111111 1111111E1111111M 111111111liii 11110 1111111E11111110 1111111E1

1111111111111111111111 1111111111
11111 111111E1111111 1111111E1

1111 111 1111E111111M 11111111 111111101 imumiummluimul
un innuml
un 111 uumm num umumiummuniumimmonummi
Ilumm Mulimilli HMO IMO IIMUM11111111 MIME

1111111111115111111111111111111111111111111110 11011111

11 11 I MI, I II is 1141011 111111111111111111101 111111111111
un 1 111 II mum 1 1 mu 11111111 111111111111110 1111111111
111111 111111 II 1111111M 111111111 111111111 1111111E1111111M 111111111
11111111 11011111 111111101111111111111111111111111111110 1111111E1

4

68

81



NORTH STAR APPLIANCES
WORKSHEET

For Year.Ended Decesbor 31. 19

ACCOUNT TITLE
TRIAL BALANCE ADJUSTMENTS tsomennsautemtrat .ntras IforrT Mil IMP'1711 =1111orrn MI =MI MMIE IWO'"? CAM

Mini 1111 Tr r1111111111Mir', III 1011 1 I 1 111 1 RIME 11111111 111111!!!! 1111111E1

M IlritiPliHurl . ri IT , IRMJI I 11111M III 11111 111111 1111 11 1
MI 1111,,0 Inuilminnimnii0,1011 kIIIII 111 111M 111101 .- 1111 11,1

IIIMPPIII pi 1 1 1 i in II

PPM. III 1111 11111111 11111111 11111111 111111' 111111119PP 11111110 I
PffxrwPrArAr.imn M11114111 1! 11111110 ?NM! IIIIIIIE 111111 M 111111111 WM__ 1

gritimpwrim..n plume unrioriumIN I

areizsari;inimmill lirtimintirintlis lupus iminsullumnimir 1
mfr., . minor 01111 111 11 11111 11 III 11111 11111111 1111111111111MTI I

I 0,1w.-errvANIIII- II IIM IL MI II MINI 1111111 11111111 IIIIIII 111111111 IIIFIM
PA ; 11111111111111r1T rung mmizmillismilmallorTri

!minims lipriii.7 11 limilimmill111111 1111M111 III1M1M 1111171".5 I

; 11111111 11041; MIMI 11111111rMin011111111111111111M4A
,t! 11111WP 1111111! 11111111 Immo Impaleligillg inim.qm minimi
ril ilms11111,,, 1119191111111mmiu n,..111m1111111111
mirrwl 1 11111111 III 1111 III II% , , 11111110 1111111111111111 I

091,9,991FIMIrSINII; 11111111 MERIMIll MIMI 110101111M 1111111111111111

limit II
,iiiIITOiliI I al iii II 111111 61 I 1 1111 I 1 11111111 ail 11111 I i1111 1 IIi 1 II I 1 11 I liIIIIIIII 1 II

m11101111'11111111111 'I 11111011111111 111111111 111111111

7 "Ile III 1101111PP I 1111M:1111111 1111"i 1111111

yiepl 0 Illilill I 114 111111111111.1 iliiiii
ftli Iri!" i 1

.1:7171.1197.--
rm

I III III 1
I ' 1111 .1 iil 111114;111 iI111 IILIIIIII

iri,,Irg !RIO!! 9111" 11 "11011111 I!him ilitiMiliii I

7.1 IMPIlligalli;;;;;IP74 I
IromPirms)rrpIrriwrIpl,r7 1

111111111011111101111111111111
'mini 1111111111111111111111111111M1111111

INCOME STATEMENT BALANCE SHEET

WINFrflitrliw

r_agatra_Ilia_Zyleuts.e5.
nip...meet

Ste re_ Sof oth:e..

111111111011111111MI

8 2

69



Assets

Casir
Petty Cash,
'Change Fund
Merchandise Inventory
Prepaid Insurance.
Store Supplies .

Store,Fixtures and Equipment
.Les),Accumulited Depreciation

NORTH STAR APPLUNCES

BALANCE SHEET
As of December 31, 19.

.Total4ssets

Liabilities

Accounts Payable
Federal incote Tax Payable
State IncomOiX,Payable'
FICA Tax Payable
Stat04Sales Tax Payable
CoUnty Sales Tax Pay:ble

. .

$ 2,354.83
50.00
50100

8,640.00
186.00
140.00

$ 8,800.00
1,560.00 7,240.00

6 $ 18.660:83

totaki.iibilliti,es

Owner's Equity
-

Jan G. North, Capital, Jan. 1 4 14,700,00

Net Profit for the Year $ 12,189.04 .

less,Diewings 10,000.00

Net Increlhe to Capital' 2,189.04

John,G. Ninth, Capital, Det. 31

-
Total-Liabilities and.OWner's Equity'

Ftgure 5.SK
Answer Key

. Balance Sheet, December 31

183.95
206.10
52.20
200.90
644.94
483.70

1,771.79' ,

16:889.04

$ 18 660.'83



.^,

Indome from Sales
Sales-

AMES:
. 14..

.,xkOre 'sr, ENT
For the:Ye*r 'F.iided December 31;09:

Cost of Goods SO*.
Aerchandise Inventory, Jr;u0
:PurchaseS..,
Less: PihasO A(eturni'dna

.AlloWances
Turthises Discount+,

Net Purchases ,

Goods 'Available for Sale
Less: tferchandiSe Thirentky'0*.
Cost of. Goods Sold,-?'. -

.T304;50

:.35 4

Gross'Profit.on Sales

OperatingiApenses
, Advertising

Donations
40rE1ectrkp.

f.FICA TaS ,

'PInterest-

MiscellaneouS
Post#ge° ,x

Salary .

lq0161r
nsdfance

-Store.Supplres
Dertetiation

' Taal. cperating,4pins4s

$ 347,973.00

662.91"

Net'Income '

Figure 5.4K
Answee Key

Income Statemen .

8 4
t

71.

37 310.09
45,660.09
8,640.00.

921.56
135.00
182.50

129.15
41.33

101.90
68.80

2,640.00
11,774.40

442.20
' 174.b0
145.00
260.00

64444.97
4,

\<,

37,020.09'

$ 29,204.88

17 015.84

$ lti2,04

A
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rt,

- Merchaniãe I Acct. No

.

, .
Date E. .

Post
Ref . Debit Da e' _ Ile e 9;

I oat

,01/4

'L; OM
FIRMIVNIM.

3 .PAIRMIMENWRINIM .g.'

1490 MI PI .Z? A41 alqo a p/ g e
.

"kid
011iiiiiiiiiiiiiiii 14 9'713 pm 11111 /6 590e oz)

1 r 7 iAillFAI g44/0c c,
Prepzd Insurance Acct , No 121

Date

,

--Explanation
Post
Ref. Debit Date Explanation

Post
Ref.

,
.

Credit

14.+V I

tP-
.1 Irc to c /lc p -1/ -.3C' PC_

if -
Poe 31 Ad ;pi; 4' r;ny P V C:r

3/.844.44

d

V' 186 co,

oc).3o oo , 3,
"Yon i

n8ala4o e. t" I S' 4, ocl_

Store Supplies Acct No. 131

Date Explanation
Post
Ref. .DIEbit Date "planation

!ost

Ref. Credit

8a-knce 0 y/ ';?5.5 oc, ik; 3i
- 444..m.Ifidi .E:',..,7;-, 01" / ./.510

---. . . I 8plot ffer; V __P/o

-TA* / Px1_14.-Lce, _ _ 1 _5! 0 _Po_ -AIL

St or

Date.

T

Explanation kef, poit

-.,

Date
-

Explanation
Post
Ref. Credit

19 -
VO Li

I

1 73alance S' 800 oc,

.
_ ,

,

4)*
. 4

Accumulated Depreciation,Store-Fixtures and Equipment Acct. No. 141.1

,.

Date -'

..'0
..

Explanation
Post
Ref. Debit Date Explanation

Post
Ref.

,

Credit
1,....
Dec ,3L 8# lance 4 i _al. V 0 4(7y 1 8a/4,1cp :1? s' / 3vo po

At .,----- Dec A dj:,,17,,,, ,,-7 e 3" ..Z6e) pc,
y

R

.. ---T-----jTjj7;Cl1 '4 8 Ida 6.- t c t
1;r

..!1

44411X*
g; ,N

Figure 6.-2K2
Answer OP

Gneral Ledger, Closed (plat:iced and Ruled)

.40- r

8 8
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Advertisin2 Ex ense Acbt. No. 511

Date Explanation
Post-

Ref.,.Debit

-

Date Explanation
Post
Ref. Cre4t

9-e/ 5 -6%LAI Befia_no& t/ S'Sdri 86 Ve-C

_

31 re rie. 3,,i,..ii. ex
/g. . cs /V Yo

21 ;ii,
Dec lo SI-

wq4
RA

...
pc,

14 ex" 8 40
a

VL
,

_

,-idtit_

Depreciation Expense Acct. No. 512

Date Explanation
Pos
Ref Debit .

,

Date Explanation
Post
Ref. Crec4t

,3I, AddLIS41,_ jrn 7;y ex zzo co
,

1,-A----e E.,Der.

f
#

A '4' .

_
,

,
4

Donations Expense Acdt.-No. 513
.4

Date._ Explanation
Post
Ref. Debit Date

o,

EXplanation
PoSt
Ref, Crec4t

/ 35PAW Ba_itnrp .or I/ 0,00 stife-c_31 T0 ilgLE.
ci /0 oa

Pee_ $1 C
ft. 0 At,

.0P°1 3 as AD L._3.5-100

7.(

Figure 6.2K7
Answer Key

General Ledger, Clos'ed. (BalanteAlsaild Ruled)
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